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Video subject: Asset Allocation under Fed Rate Hike Expectations Rising
Video highlights:

® Global financial markets in the first half of 2026 experienced notable volatility driven by
geopolitical tensions, persistent inflation, and shifting central bank monetary policies. Looking
ahead to the second half of the year, the environment is expected to remain “supported but
highly volatile.” High inflation has led to adjustments in rate cut expectations, while policy
direction under the new US Federal Reserve leadership introduces additional uncertainty.
Although a preliminary agreement between the US and Iran has offered short-term relief to
energy prices, broader geopolitical risks persist. Equity markets continue to receive
underlying support from corporate earnings, yet performance is likely to become more
dispersed across sectors and regions, moving away from the broad-based rallies seen
previously. Overall, investment opportunities remain available, but they demand greater
discernment from investors in choosing the right assets.

® |nascenario where USinterest rates stay elevated for an extended period following the Fed'’s
decision to maintain rates in June, traditional cash holdings may appear safe but carry hidden
risks. As asset prices gradually incorporate the implications of higher rates, excessive cash
allocation could translate into substantial opportunity costs. Heightened uncertainties—
spanning interest rate trajectories, geopolitical developments, and increasing correlations
between asset classes—make single-asset strategies less effective. A more robust approach
involves adopting diversified multi-asset portfolios across global markets. This strategy
enables investors to manage volatility effectively while identifying opportunities across
different asset categories, proving more efficient than relying solely on cash or concentrated
positions in individual assets. Such balanced allocation helps navigate the current complex
landscape with greater resilience and potential for returns.

® Asia maintains strong long-term fundamentals that have not been undermined by recent
short-term fluctuations. Structural growth drivers continue to support the region, particularly
in export-oriented economies like South Korea and Taiwan, which stand to benefit
significantly from global artificial intelligence (Al) demand and associated industrial upgrades.
The region boasts world-class technological capabilities, deep manufacturing expertise, and
an increasingly mature consumer base, positioning many Al-related projects competitively on
the global stage. Semiconductor supply chain leadership in South Korea and Taiwan,
combined with rapid advancements in Al models and computing infrastructure in mainland
China, is expected to help Asia capture a larger share of the market. Furthermore, the
evolution of Al from hardware into software applications and data centers, alongside
sustained capital expenditure, should provide medium- to long-term tailwinds for Asian
equities.

® Rising oil prices due to geopolitical instability pose challenges for energy-importing Asian
economies, yet these dynamics also foster positive developments. Heightened focus on
national security and economic resilience is driving investment in energy infrastructure,
power grids, energy storage, renewable energy, defense, and critical metals. The accelerated
buildout of Al data centers further boosts demand for copper, aluminum, and electricity,
offering medium-term support to related companies. Corporate governance reformsin Japan,
South Korea, and China—promoting share buybacks, improved dividend payouts, and
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corporate restructuring—are enhancing shareholder value. Evolving consumption patterns,
influenced by demographic shifts, technological adoption, and rising wealth, are creating
sustained demand in sectors such as insurance, wealth management, tourism, and Asian
consumer brands. These factors collectively contribute to a resilient and opportunity-rich
environment across multiple Asian market segments.

® The information contained in this e-mail including attachments is confidential and may be
legally privileged and is intended solely for the addressee. Any review, disclosure, copying,
distribution, dissemination, printing or other use of or any action taken or omitted to be taken
in reliance on this e-mail or its contents by any person or entity other than the addressee is
strictly prohibited and may be unlawful. If this e-mail was sent to you in error, please notify
the sender immediately by return of this e-mail and delete it and any attachment from your
system. The information contained in this e-mail is the sender's own concern.

Full version is only available in Chinese language.
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Important Note and Risk Disclosure Statement

This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference purpose only.
The information or opinion herein is not to be construed as professional investment advice or any offer of, or invitation
by or on behalf of the Bank to any person to purchase or sell or acquire or invest in any investment products. The
information or opinion presented has been developed internally and/or taken from sources believed to be reliable, but
the Bank makes no warranties or representation as to the accuracy, correctness, reliabilities or otherwise with respect
to such information or opinion, and assume no responsibility for any omissions or errors in the content of this document.
For information which is provided by the Information Provider and other companies such as fund houses, it is being re-
transmitted by the Bank in the ordinary course of business to you for general information and reference purposes only.
The Bank makes no warranties or representation as to the accuracy. This document is not intended to provide any
investment advice. Investors should not make investment decisions solely based on the content of this document, nor
should they consider any content in this document as guidance for determining whether individual markets are suitable
for investment. Before making any investment decision, investors should carefully consider the risk factors relating to
an investment product in light of their own financial circumstances, investment objectives and experiences and other
personal circumstances, and should seek appropriate professional advice if necessary. The Bank accepts no liability for
any direct, special, indirect, consequential, incidental damages or other loss or damages of any kind arising from any
use of or reliance on the information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each investment
product is not indicative of its future performance. Losses may be incurred but may not necessarily result in profits as
a result of buying and selling investment product. Investment in emerging markets involves above average investment
risks, such as possible fluctuations in foreign exchange rates, political and economic uncertainties. The price of securities
fluctuates, sometimes dramatically. The price of securities may move down or up and may become valueless. It is as
likely that losses will be incurred rather than profits made as a result of buying or selling securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk or
liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their value
typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign currency
investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the exchange rate of
foreign currency may result in losses in the event that customer converts the foreign currency into HKD or other foreign
currencies. Renminbi is not freely convertible at present. The actual conversion arrangement will depend on the
restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is regulated by the
Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the Securities and
Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior written
permission of the Bank.



